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Introduction

1 Introduction

This chapter contains a description of the background, problem statement and aim of the
research, as well as the structure of this thesis.

1.1 Context of this Research and Problem Statement

As in many transition countries, rural-urban migration as well as migration from the agricultural
sector also takes place in Georgia. One reason for this is the fact that the majority of the rural
population still has difficulties adapting to changes in the socio-economic framework
conditions since the break-up of the Soviet Union and is thus not able to tap existing potentials.
This also applies to the Kazbegi region, a mountainous area in the Greater Caucasus of Georgia.
During Soviet times and at the beginning of the transition period, the main agricultural activities
were vegetable production in greenhouses based on gas supply from Russia, and livestock
husbandry. With the break-up of the Soviet Union this situation has changed. Pastures are no
longer available across borders, and since 2005 gas is no longer provided for free (GeoWel
Research 2016, p. 18; Deutsche Forstservice GmbH and AGEG Consultants eG 2010a, p. 49
f.). For this reason, agricultural production has decreased, particularly greenhouse vegetable
production and sheep breeding. Furthermore, land reforms have led to small plot sizes.
Nevertheless, with the change in the political system, agricultural producers also have the
opportunity to become economically active as individuals, since centrally planned agricultural
production (e.g. in the form of kolkhozes or sovkhozes) does not exist anymore. Although these
changed conditions offer new opportunities such as individual entrepreneurship activities based
on market demand, many small-scale agricultural producers still produce mainly for their own
consumption. They have thus not yet adapted to the new framework conditions and are not able
to tap potentials. Thus, the main activity in the region is still subsistence farming, with only a
few agricultural producers being commercially active. During the last decade, tourism in the
Kazbegi region has been on the rise (Thielen 2018, p. 34). One reason for this might be the
beautiful nature and mountains of the region. The growth in tourism, which can be taken as
another change in framework conditions, could also provide opportunities for small-scale agri-
food producers to increase their income by marketing their surplus production to the local*
tourism sector and thereby improve their livelihoods. In turn, an increase in the local agri-food
products offered might have a positive effect on the development of the tourism sector.
Establishing linkages of agricultural food production and rural tourism might contribute to the
economic development of the region and could even counteract the migration that has been
occurring to the capital and away from the agricultural sector.

The overall theoretical framework of this study is provided by the theory of cultural lag of
William F. Ogburn (Ogburn 1964, p. 86 ft.). Ogburn speaks of a “cultural lag” in cases where
there are two fragments of culture which were formerly adjusted to each other but are not
anymore because one part has changed more rapidly than the other (Duncan 1964, p. 86). The

! The terms local and regional will be used interchangeably in this study.
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part of culture which initially changes is called the independent variable. It can for example be
a political or a technological variable. The dependent variable is the part of culture which lags
behind (Duncan 1964, p. 91). In this study, it is assumed that the independent variable is the
framework conditions for agricultural production that have changed dramatically since the
collapse of the Soviet Union (no further gas supply from Russia, loss of Russia as an export
market, loss of pastures, small size of land parcels due to land reforms, entrepreneurial
opportunities, and also growth of tourism). The dependent variable is defined as the income
generating behavior of small-scale agri-food producers. As mentioned above, the change in the
framework conditions also provides opportunities for marketing local agri-food products: The
growing number of tourists in combination with the opportunity to become an entrepreneur
offers opportunities for small-scale agri-food producers to increase their income, for example
through selling local food products to the tourism sector. However, to date the small-scale
producers have not yet adapted their income generating activities to the new situation, which is
shown by a high proportion of subsistence farming. Thus, so far, such linkages of agriculture
and tourism are not in place. This might be due to several hurdles for the small-scale agri-food
producers, such as a lack of knowledge and business skills.

Rural development projects might help producers to overcome the hurdles and to adjust to the
ongoing changes. In particular, approaches which include the local population in the strategy
development (bottom-up) and which are context specific and do not focus only on one particular
sector seem to be promising currently. Linkages of agriculture and tourism are promoted by
various development approaches.

Against this background, the overall aim of the study is to identify options for the small-scale
agri-food producers that will enable them to more quickly adapt to the changed framework
conditions in agricultural production (and thereby decrease the lag between the dependent and
the independent variable) by trying to find ways to link agricultural activities to the growing
tourism sector. In this respect, the aim is to analyze the current status and possibilities for
linking agriculture and tourism, and based on that to derive perspectives for linkages in the
Kazbegi region. In particular, the aim is to identify ways in which small-scale agri-food
producers could market their products to the tourism sector in order to improve their income
generation, as well as to consider the challenges that this might entail. To this end, a qualitative
study is implemented, encompassing interviews and focus group discussions with the local
population as well as expert interviews. The study can be embedded in the broad field of multi-
sectoral, bottom-up development approaches that aim to improve the livelihoods of small-scale
agri-food producers.
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The study has been developed within the framework of the project “AMIES II — Scenario
development for sustainable land use in the Greater Caucasus, Georgia”.? The implementation
of this study was embedded in the AMIES I1 project unit on socio-economics.®

1.2 Structure of this Thesis

While in chapter 1.1 the general context of the research and the issues of interest have been
briefly described, chapter 2 introduces Georgia and the study region Kazbegi. It provides an
overview of the socio-economic and political developments in the course of transformation, as
well as on agriculture and tourism.

Chapter 3 describes the conceptual background of the study. It includes a brief outline of the
theory of cultural lag of William F. Ogburn, which provides the overall theoretical framework
of the study. Furthermore, a description of relevant rural development theories and strategies
as well as aspects of linking agriculture and tourism based on a literature review are included.
Based on this, the research gap and the research questions are provided. Although the final
research questions have emerged only after the pre-study (see chapter 4.1. for the research
process), the research questions are already presented to the reader in chapter 3 for the sake of
clarity. The decision for this structure is based on the statements of Kruse (2015, p. 628 ff.),
according to whom, in the case of qualitative studies a field of tension exists between structuring
a work according to the real process of the study, and traceability and comprehensibility for the
reader.

Chapter 4 contains a description of the methodology and the study design, as well as the specific
methods and the types of analyses conducted. It also describes the preparation and
implementation of the study phases, the results of the different study phases and the condensed
findings.

Chapter 5 encompasses a critical discussion of the study design and the methods and the data,
as well as a discussion of the results. It includes the elaboration and discussion of perspectives
of the Kazbegi region in the field of linking agriculture and tourism on the basis of two

2 The AMIES I project was implemented between 2014 and 2018 as a follow up of the project “AMIES -
Analysing Multiple Interrelationships between Environmental and Societal Processes in Mountainous Regions of
Georgia” which had been implemented between 2010 and 2013. As the preceding project, the AMIES Il project
was a binational German-Georgian research project implemented under the leadership of the Center for
international Development and Environmental Research (ZEU) of Justus Liebig University Giessen in cooperation
with Ilia Chavchavadze State University and the Ivane Javakhishvili Thilisi State University in Georgia. Both
projects were funded by the Volkswagen Foundation. In the AMIES Il project, in addition the Agricultural
University of Georgia was involved. The AMIES 11 project consisted of four interdisciplinary project units ranging
from landscape ecology, soil science, and vegetation ecology to socio-economic issues. This study was
implemented within the framework of the project unit on socio-economics. This project unit consisted of the
following members: Prof. i.R. Ingrid-Ute Leonh&user, Prof. Joachim Aurbacher, the author of this study/the PhD
student (all Justus Liebig University Giessen, ZEU), Prof. Dr. Joseph Salukvadze and two Master students (all
Ivane Javakhishvili Thilisi State University) and Prof. Dr. David Bedoshvili and the PhD student Rati Shavgulidze
(both Agricultural University of Georgia).

3 The project unit on socio-economics consisted of a qualitative research part (implemented by the author) and a
quantitative research part (implemented by Rati Shavgulidze of the Agricultural University of Georgia, who in the
following is called the “Georgian project partner”).

3



Introduction

scenarios. The chapter also tries to answer the question of whether the research gap could be
closed. Chapter 6 contains the conclusion and recommendations, chapter 7 and chapter 8
summarize the study, and chapter 9 lists the references.
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2 Georgia and the Study Region Kazbegi

This chapter introduces Georgia and the Kazbegi region. It describes the socio-economic
situation as well as political and economic transformations. Furthermore, the development in
agriculture and tourism in Georgia and the Kazbegi region are outlined. It is mainly based on
statistical data and reports from the National Statistics Office of Georgia (Geostat), the Ministry
of Agriculture of Georgia and the National Tourism Administration, as well as on project
reports and other literature on Georgia.

2.1 The Political and Economic Transformation of Georgia

Georgia is located between the Black Sea and the Caspian Sea (though only having access to
the Black Sea), between Eastern Europe and Central Asia. Bordering Turkey, Armenia and
Azerbaijan in the south, it is bordered by the Russian Federation in the north. It has an area of
approximately 70,000 km?2 and with more than 80% of the territory being located 400 m a.s.l.,
and 55% even above 1,000 m, it is characterized by mountainous landscapes. The northern part
of the country is shaped by the Greater Caucasus, with mountains of more than 5,000 m height,
while the south is shaped by the Lesser Caucasus Mountains. The climate of most of Georgia
is subtropical (Bondyrev et al. 2015, p. 1 f.).

While Georgia is today an independent state, until 1990 it was part of the Union of Soviet
Socialist Republics (USSR) (Salukvadze 2008, p. 4). During Soviet times governance was
characterized by “[...] authoritarian rules with high level of corruption, especially state capture,
non-transparency of decision-making process, non-participation of the population, secrecy of
information, etc.” (Salukvadze 2008, p. 8). Though the aim was to change this situation with
independence, this is still an ongoing process. Since the declaration of independence of Georgia
from the Soviet Union in April 1991, Georgia has faced several drastic challenges in the form
of civil wars, loss of territorial sovereignty, and a tremendous economic decline in GDP
(Bertelsmann Stiftung 2018, p. 4; Chkoidze 2009, p. 62; Heiny 2018, p. 11).

A coup d’état led to the failure of the first president (Bertelsmann Stiftung 2018, p. 4), and the
second president resigned following the bloodless mass protests of the “Rose Revolution” in
2003 (Bertelsmann Stiftung 2018, p. 4; Chkoidze 2009, p. 59; Heiny 2018, p. 11). In 2004 the
Western-oriented Mikheil Saakashvili was elected and again re-elected in 2008 (Heiny 2018,
p. 11; Bertelsmann Stiftung 2018, p. 4).

In 2012, the opposition political alliance “Georgian Dream” of the billionaire Bidzina
Ivanishvili won the parliamentary elections, and he also won the presidential elections in 2013
(Bertelsmann Stiftung 2018, p. 4; Heiny 2018, p. 11). The parliamentary elections in 2016,
which were observed to be free and fair, led to a re-election of the Georgian Dream party
(Bertelsmann Stiftung 2018, p. 8). In July 2016, the “most important foreign policy event” in
the form of an Association Agreement of Georgia with the EU came into effect (Bertelsmann
Stiftung 2018, p. 6). Though this agreement might provide a guiding line for the development
of Georgia in the future, it will probably be a long process to implement European values in the
country, e.g. with regard to democracy or good governance. This is also reflected by the
problems that the Georgian governments had to face since the breakdown of the Soviet Union

5
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with regard to implementing new reforms or legal changes (Bertelsmann Stiftung 2018, p. 31).
Moreover, suboptimal governance practices are reflected by the influence of personal
relationships on careers and by corruption among state officials (Bertelsmann Stiftung 2018, p.
28, p. 32). The obviously slow process of adapting to the implementation of good practices is
also supported by the statement of Salukvadze (2008, p. 8): “A burden of authoritarianism, poor
governance and corruption was and still continues to be the biggest obstacle for those countries
that experienced longer time of Sovietrule [...]”. As in all countries of the former Soviet Union,
the political transitions and accompanying hurdles were and are strongly interrelated with the
economic developments of the country.
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Figure 1: GDP per capita in current international $

Source: Own presentation of data from the World Bank 2018.

While Georgia was part of the USSR, according to consumption per capita and real income it
was one of the richest republics of the Soviet Union, together with Latvia and Estonia (Chkoidze
2009, p. 66). However, until 2003, in comparison to 1989 absolute GDP decreased almost by
60% , output decreased by 70% and exports decreased even by 90% (Chkoidze 2009, p. 66).
As depicted in the graph above, the gross domestic product (GDP) per capita (in purchasing
power parity (PPP)) of Georgia also dropped significantly after the breakdown of the Soviet
Union. Economic development after 1991 was mainly impeded by structural problems,
corruption and secessionist conflicts (Chkoidze 2009, p. 59, 62, 66). Nevertheless, it must be
mentioned that during that period of time, this was the case in all Commonwealth of
Independent States (CIS) countries (Kotschau et al. 2009, p. 228).

As can be seen from figure 1, in the second half of the 1990s the GDP per capita began to
increase again, but slowly and still at a very low level. Although President Saakashvili managed

6
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to regain the secessionist region Adjara after the Rose Revolution, the breakaway regions South
Ossetia and Abkhazia continued to remain under Russian influence. The conflict with regard to
South Ossetia culminated in a war with Russia, leading to military intervention by Russia in
Georgia in August 2008 (Chkoidze 2009, p. 64 f.). This might be reflected in the decline in
GDP per capita in 2009 in the graph above.

Even after more than 20 years since the breakdown of the Soviet Union, Russia continues to
play a special role with regard to the development of Georgia. This is also shown by the
development of the agricultural sector (see chapter 2.2). The conflict regarding Abkhazia and
South Ossetia continues until today, as shown by increasing military presence and controls at
the borders (Bertelsmann Stiftung 2018, p. 6; Nienhuysen 2018), and while Georgia has good
international relations with other countries, “[...] its relations with Russia remain one of the
biggest security threats overshadowing Georgia’s development” (Bertelsmann Stiftung 2018,
p. 28).

Today, Georgian policy is led by the aim to integrate the country into the EU and NATO
(Bondyrev et al. 2015 p. 26; Salukvadze 2008, p. 7). One first step in this direction is the above-
mentioned Association Agreement of Georgia with the EU (Bertelsmann Stiftung 2018, p. 6;
Bentzen 2014). Russia is not in favor of this relationship with the West, and with regard to
joining the NATO the Russian prime minister Dmitry Medvedev even threatened Georgia with
the potential of a “terrible conflict” (Nienhuysen 2018).

In 2018* Georgia had a population of 3,729,600 (National Statistics Office of Georgia (Geostat)
2018b). According to official sources, in 2017 13.9% of the active labor force was unemployed
(National Statistics Office of Georgia (Geostat) 2018a). A survey conducted in 2016 even came
to the conclusion that 66% of the population consider themselves to be unemployed
(Bertelsmann Stiftung 2018, p. 24). However, this is also based on the fact that a high
percentage of people living in rural areas are self-employed, which is not officially considered
to be employment.

The share of the rural population was 57.2% in 2014, with a constant decline in the rural
population since 1989 (National Statistics Office of Georgia (Geostat) 2016, p. 2). Although
household® income in Georgia has increased in urban and rural areas during recent years
(Ministry of Agriculture of Georgia 2017, p. 18), Georgia is still a country with a very high
income inequality. This is shown by a Gini-coefficient of 0.41 in 2014, and is reflected by the
fact that it “[...] did not bridge the gap between largely urban ‘haves’ and mainly rural ‘have
nots’” (Bertelsmann Stiftung 2018, p. 16). Due to these urban-rural inequalities, internal
migration from rural to urban regions occurs, with the majority of people migrating to the
capital Thilisi (Ministry of Agriculture of Georgia 2017, p. 10). In rural, often mountainous
regions the outmigration is mainly caused by a lack of employment opportunities, which causes
in particular the outmigration of younger people (Ministry of Agriculture of Georgia 2017, p.

4 Most updated data according to Geostat.

5 In line with the OECD, in the current study “The concept of a household is based on the arrangements made by
persons, individually or in groups, for providing themselves with food or other essentials for living” (OECD
2001a).

7
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11). Not only in terms of employment, but also with regard to access to medical care and
education, mountainous regions are disadvantaged. Moreover, infrastructure ranging from
roads to internet access is insufficient (Ministry of Agriculture of Georgia 2017, p.11 f., 25;
Bertelsmann Stiftung 2018, p. 23), which therefore contributes to migration from these areas.

2.2 Georgia’s Agricultural Sector
Agriculture during Soviet and transition times

During Soviet times, Georgia’s agricultural sector was characterized by large scale agricultural
enterprises in the form of sovkhozes and kolkhozes (Kotschau et al. 2009, p. 222). These large-
scale collective farms were state-owned and represented the only commercially oriented farms
during that time (Ebanoidze 2003). Production was geared towards the export of products to
other Soviet countries (Kegel 2003, p. 148), and Georgia was the biggest exporter of vegetables
in the Soviet Union (Kdétschau et al. 2009, p. 226). Furthermore, it exported tea, fruit and wine
(Kegel 2003, p. 152), which it was famous for (Didebulidze and Urushadze 2009, p. 253).

Besides collective agriculture, only a small share (about 4%) of individual agriculture existed
(Lerman 2006, p. 115). The rest of the land belonged to the sovkhozes and kolkhozes (Kétschau
et al. 2009, p. 222). The land for the individual type of agriculture (0.25 ha per family) was
given to households in rural areas by the state in order to produce food for their own
consumption; nevertheless, the landowner was still the state (Kotschau et al. 2009, p. 222;
Ebanoidze 2003; Lerman 1999, p. 271).

State ownership and farming in the form of collective enterprises are considered to be the main
reasons for the inefficiency in agriculture during socialist times (Lerman 2006, p. 114). Thus,
the main aim after the collapse of the Soviet Union was the transformation to privately-owned
individual agricultural land (Lerman 1999, p. 271). This transformation and privatization
process was supported by land reforms, which were implemented in two phases: one in the
beginning of the 1990s and the other in 2005 (Ko6tschau et al. 2009, p. 222). One aim of the
land reforms was to ensure food security through subsistence farming during the politically and
economically instable times of transition in the beginning of the 1990s (Lerman 2006, p. 1).

The land reform included the privatization of land for private households as well as the
opportunity to lease land (Gogodze et al. 2007, p. 2). The leasing component allowed private
households to lease agricultural land in addition to the land they owned privately (Gogodze et
al. 2007, p. 2). Although the privatization had positive effects and Georgia had already managed
to individualize farm structure in the years 1992 and 1993 (Lerman 2006, p. 114), this was also
associated with several hurdles. Although land was provided to the households for free, one
hurdle was related to the fact that each household could only own a maximum of 1.25 ha of
land (Lerman 2006, p. 117). In addition, “each family was meant to receive the same quality of
land” (Kotschau et al. 2009, p. 223). Thus, parcels of high-quality land were divided into
various plots, leading to families receiving the promised amount of land in different areas.
Furthermore, the land market was restricted by the (non-)issuance of land titles. Ownership of
land was only completed if the new owner of the land received a certificate and registered the
land at the municipality. However, up until today in various cases households have not received
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the certificates, which are necessary in order to trade the land or use it as collateral for bank
loans. (Didebulidze and Urushadze 2009, p. 255; Gogodze et al. 2007, p. 3f.; Ministry of
Agriculture of Georgia 2017, p. 20).

Nonetheless, the privatization process led to major changes in the agrarian structure (Heiny
2018, p. 13). Large enterprises were closed, machinery was sold, and buildings demolished. In
addition to these direct effects, skilled agricultural workers quit their jobs and agricultural
science was not further encouraged (Kdétschau et al. 2009, p. 224; Ministry of Agriculture of
Georgia 2015, p. 15). The products that Georgia had produced for other Soviet countries such
as tea, fruit and wine, were no longer sold (Kegel 2003, p. 152), and the export of vegetables
decreased by 57% from 1990 to 2007 (Kdétschau et al. 2009, p. 226).

Although the privatization process and the increase in subsistence farming enabled the Georgian
population to avoid famine (Lerman 2005, p. 1; Kegel 2003, p. 149), the inefficiency of the
sector also increased with the fragmentation of land. As can be seen in figure 2, the contribution
of agriculture to Georgian GDP decreased rapidly after independence to approximately 9% in
2016 (National Statistics Office of Georgia (Geostat) 2018a, p. 17), which reflects the
inefficiency of the sector (Bertelsmann Stiftung 2018, p. 17; Kétschau et al. 2009, p. 227).
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Figure 2: Agriculture, forestry, and fishing, value added (% of GDP)

Source: Own presentation of data from World Bank 2018.

The secessionist conflicts as well as insecurity about land ownership also led to a loss in
pastures, which induced a major drop in the number of animals kept on mountain pastures. The
development of livestock numbers since 1940 is depicted in figure 3. The graph shows the

9



Georgia and the Study Region Kazbegi

strong decline in sheep and goats (with the majority being sheep) that occurred after 1990.
While before 1990 the number of sheep and goats was considerably higher than that of dairy
cows or other cattle, after 1991 the numbers of animals converged and have developed on a
similar level since then.® While the number of cattle apart from dairy cows also decreased after
the independence of Georgia from the Soviet Union, the number of dairy cows remained almost
constant. Since the second half of the 1990s, the numbers have been increasing slightly.
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Figure 3: Livestock in Georgia

Source: Own calculations and depiction based on data from National Statistics Office of Georgia (Geostat) 2015,
p.57f.

The Russian embargo imposed in 2006 on wine, fruit and vegetables and other goods had
further negative effects on exports and the added value of agriculture (Livny et al. 2009, p. 178),
as well as on the livelihoods of the Georgian population (Didebulidze and Urushadze 2009, p.
252). However, through negotiations with Russia, market access was partly regained in 2013
and it was again possible to export some of the products (Bertelsmann Stiftung 2018, p. 39).

Today’s challenges for Georgian agriculture

Until today, agriculture in Georgia has been characterized by small-scale production on
fragmented plots, as well as by low productivity and low income caused by the equitable

6 The graph depicts the number of dairy cows and other cattle separately due to the different ways of keeping and
feeding them. However, depicting both types of cattle together would show that after the mid 1990s the total
number of cattle throughout Georgia has been higher than the number of sheep and goats.
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distribution of land in the course of the land reforms (Didebulidze and Urushadze 2009, p. 252,
p. 255; Lerman 2005, p. 1, p. 4; Ministry of Agriculture of Georgia 2017, p. 20). According to
the agricultural census in 2014, 73.1% of landowners own land of only up to 1 ha, while 25%
own 1 to 5 ha and a small percentage (1.5%) owns more than 5 ha (Ministry of Agriculture of
Georgia 2017, p. 20). In addition, the fact that plots were often also divided into two or three
separate parts makes cultivation even more difficult and less effective (Ministry of Agriculture
of Georgia 2017, p. 20; Didebulidze and Urushadze 2009, p. 254). Contributing to the
inefficiencies, the land registration process is still not finalized, which leads to insecurities with
regard to land ownership and hinders entrepreneurial or commercial activities. In addition, the
lack of clear land titles leads to the mismanagement and overgrazing of pastures, causing
problems with regard to the productivity of animals (Ministry of Agriculture of Georgia 2015,
p. 16).

Individual entrepreneurship was not common during the time of the Soviet Union, and the
mentality of the rural population might also have an influence on the progress in agriculture
(Didebulidze and Urushadze 2009, p. 254 f.); this may also include a lack of willingness to
professionally develop products with a higher added value (Ministry of Agriculture of Georgia
2017, p. 48). Today, almost 40% of the added value generated by food processing derives from
food processing at households in an informal way (Ministry of Agriculture of Georgia 2017, p.
19).

As described by Didebulidze and Urushadze (2009, p. 257), “Most rural households are trapped
at the minimum subsistence level, eking out a meager livelihood but unable to generate a surplus
to invest in rebuilding their assets”. This lack of commercialization is also indicated by the low
percentage (7.8%) of income derived from sales of agricultural products (Ministry of
Agriculture of Georgia 2017, p. 21). In addition, agriculture is still characterized by barter,
meaning that “[...] goods and services are paid for with agricultural products” (Didebulidze
and Urushadze 2009, p. 258). This also impedes capitalization, which would be necessary for
investment. Furthermore, migration leads to a decrease in the potential workforce for the
agricultural sector, which also impedes further development (Ministry of Agriculture of
Georgia 2015, p. 17, p. 48).

Currently, more than 40% of the active population are working in agriculture, but 97% of them
are self-employed due to a lack of employment opportunities (Ministry of Agriculture of
Georgia 2017, p. 19). For this reason, one of the aims of the Ministry of Agriculture of Georgia
is to diversify the rural economy through the development of off-farm jobs and agritourism
(Ministry of Agriculture of Georgia 2015, p. 17).

Since modern agricultural equipment is decisive for efficient agricultural production, the
outdated machinery as well as the lack of access to adequate financial resources are other
challenges that Georgian agri-food producers face (Ministry of Agriculture of Georgia 2017, p.
20; Didebulidze and Urushadze 2009, p. 256). In addition, the lack of storage facilities is
particularly challenging in rural areas (Ministry of Agriculture of Georgia 2017, p. 21).

Georgia has a rich biodiversity that provides ecosystem services, e.g. in the form of water
resources or food supply. However, due to pollution, bad waste management, and the
destruction of wild plants, the biodiversity is under threat (Ministry of Agriculture of Georgia
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2017, p. 41; Bertelsmann Stiftung 2018, p. 25). In addition, natural hazards such as the
mudflows or landslides that occur in Georgia harm the development of agriculture (Ministry of
Agriculture of Georgia 2015, p. 17). Inappropriate land use practices and technologies also have
a negative effect on the fertility of the soil (Ministry of Agriculture of Georgia 2015, p. 16).
The natural pastures that characterize Georgian mountainous regions are also of a high value
for biodiversity. However, the above-mentioned inadequate pasture management and
overgrazing has led to the degradation of these sources of biodiversity (Ministry of Agriculture
of Georgia 2017, p. 42).

The infrastructure required to gain access to agricultural lands or rural villages is also in poor
condition (Ministry of Agriculture of Georgia 2017, p. 25). Since agriculture is the main source
of income in most rural and mountainous Georgian regions (Ministry of Agriculture of Georgia
2017, p. 11), the negative effects and challenges are even stronger there.

Today, Georgia is a member of the WTO and has several trade agreements with other countries,
e.g. a free trade agreement with Turkey (Ministry of Agriculture of Georgia 2015, p. 19). As
part of the Association Agreement with the EU, in 2014 Georgia also signed a Deep and
Comprehensive Free Trade Agreement (DCFTA). In 2016 negotiations on a free trade area with
the European Free Trade Association (EFTA) were concluded (Ministry of Agriculture of
Georgia 2017, p. 14). These agreements not only provide good opportunities for the export of
Georgian agricultural products, but they also set a framework for Georgia to adapt to European
standards e.g. with regard to food safety (Ministry of Agriculture of Georgia 2017, p. 22).

Georgia mainly exports hazelnuts, wine, spirits and mineral water, while wheat, sugar,
vegetables and fruits, among others, are often imported (Ministry of Agriculture of Georgia
2017, p. 21). While wine, hazelnuts, fruits and vegetables are mainly exported to the EU and
CIS countries today, cattle and small ruminants are mainly exported to countries south of
Georgia, such as Azerbaijan and Lebanon (Ministry of Agriculture of Georgia 2017, p. 14).
However, as a result of the low output of Georgian agriculture, imports are much higher than
exports of primary agriculture and agri-food products.

Governmental strategies and support measures

In order to support the development of the rural regions, in 2017 the Ministry of Agriculture of
Georgia has published the Rural Development Strategy of Georgia 2017-2020 (Ministry of
Agriculture of Georgia 2017). This strategy not only focuses on the agricultural sector of rural
areas, but also provides a broader framework for the multi-sectoral development of rural areas.
In order to contribute to the sustainable development of Georgian rural regions, the strategy is
guided by three priorities (Ministry of Agriculture of Georgia 2017, p. 53):

1. Economy and competitiveness

2. Social conditions and living standards

3. The environmental protection and sustainable management of natural resources

In particular, priority area 1 encompasses three objectives that are relevant to this study. One

objective is the modernization of agriculture and the development of supply chains. In line with
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the multi-sectoral approach of the strategy, the second objective is the diversification of
economic activities and the promotion of non-agricultural activities on the individual level.
Contributing to this on a societal level, the third objective is to develop rural tourism based on
the specific endowments of a certain region (Ministry of Agriculture of Georgia 2017, p. 53).

The Strategy for Agricultural Development in Georgia 2015-2020 (Ministry of Agriculture
of Georgia 2015) was put into practice in 2015. With a clear focus on the agricultural sector, it
contains seven strategic objectives, ranging from enhanced competitiveness to climate-smart
agriculture (Ministry of Agriculture of Georgia 2015, p. 20, p. 36). Among other things, the
Ministry of Agriculture aims at improving the knowledge of agricultural producers through
consultancy and extensions services (Ministry of Agriculture of Georgia 2015, p. 20). It also
aims at improving land use and access to finance (Ministry of Agriculture of Georgia 2015, p.
21), as well as access to modern machinery (Ministry of Agriculture of Georgia 2015, p. 30).
In addition, it supports cooperation (Ministry of Agriculture of Georgia 2015, p. 22).

What is important with regard to this study is the aim to implement programs for promotion
and marketing of national agri-food in particular (Ministry of Agriculture of Georgia 2015, p.
23). On the one hand the aim is to substitute imports of products that can also be produced in
Georgia; on the other hand the aim is to increase exports of Georgian agri-food products. A
further aim is to develop value chains in rural areas tailored to the respective regions or
territorial units. This also includes the development of processing facilities or agritourism
(Ministry of Agriculture of Georgia 2015, p. 17, p. 26). The development of agritourism and
other off-farm activities will also lead to a diversification of income, since according to the
Ministry of Agriculture of Georgia, not all inhabitants of rural areas can work in agriculture and
obtain sufficient income from that (Ministry of Agriculture of Georgia 2015, p. 26). This
strategic objective is closely linked to the multi-sectoral objectives of the Rural Development
Strategy of Georgia 2017-2020 (Ministry of Agriculture of Georgia 2017). Another strategic
objective, in particular with regard to marketing agri-food products, is the strengthening of post-
harvest services, including the establishment of storage and processing facilities (Ministry of
Agriculture of Georgia 2015, p. 29). Furthermore, the strategy includes the support of
“Protection of Geographic Indications” (Ministry of Agriculture of Georgia 2015, p. 27), which
already exists for certain Georgian cheeses and Chacha for example.” Another objective linked
to the current study is the development of a food system that is in line with European standards
(Ministry of Agriculture of Georgia 2015, p. 31). This is particularly relevant with regard to the
implementation of the DCFTA Agreement (Ministry of Agriculture of Georgia 2015, p. 32). In
addition, the development of organic agricultural production and certification will be supported
(Ministry of Agriculture of Georgia 2017, p. 35).

The Government of Georgia also supports the development of rural infrastructure (Ministry of
Agriculture of Georgia 2017, p. 33), as well as the creation of agricultural enterprises and access
to agro-credit (Ministry of Agriculture of Georgia 2017, p. 30). Moreover, cooperation is
fostered in various agricultural fields, e.g. in apiculture and dairy production (Ministry of
Agriculture of Georgia 2017, p. 31), and supported through the Agricultural Cooperative

" Chacha is a Georgian pomace brandy.
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Development Agency (ACDA), which was established in 2013 (Ministry of Agriculture of
Georgia 2017, p. 30), as well as the Law of Georgia on Agriculture Cooperatives (Ministry of
Agriculture of Georgia 2015, p. 22).

In addition, the State Programme on Land Registration (as well as an accompanying law) which
entered into force in 2016 facilitates the process of land registration and efficient land
management and contributes to the development of agriculture (Ministry of Agriculture of
Georgia 2017, p. 20, p. 48). Since individual entrepreneurship was suppressed during the time
of the Soviet Union, today various programs to support entrepreneurial individual activities are
in place, e.g. implemented through the Entrepreneurship Development Agency established in
2014 by the Ministry of Economic and Sustainable Development (Ministry of Agriculture of
Georgia 2017, p. 32). To support the least developed mountain regions, in 2015 Georgia also
put into force the Law on the Development of Mountain Regions, which provides privileges to
residents and entrepreneurs in these areas, e.g. in the form of tax reductions (Ministry of
Agriculture of Georgia 2015, p. 12).

2.3 Georgia’s Tourism Sector
Development of the sector

Tourism in Georgia already emerged in the 14" century based on the natural endowments of
the country, which were considered to be supportive for health (Khomeriki 2015, p. 180).
According to Erkomaishvili et al. (2014, p. 171), in 1988 around 4.5 to 5 million tourists (which
is almost the same as today) visited Georgia and its sanatoriums.

However, in the following years tourism not only suffered from the breakdown of the Soviet
Union but also from the war with Russia in 2008. While in previous years high annual growth
rates were recorded, in 2008 the numbers dropped considerably (Erkomaishvili et al. 2014, p.
172). In 2012, Georgia began actively promoting itself internationally as a tourism destination,
and since then tourism has been steadily increasing (Erkomaishvili et al. 2014, p. 172 f.). While
in 2012 the number of international arrivals was 4,428,221 (Georgian National Tourism
Administration 2016, p. 5), a number of 7,902,509 international visitors arrived in 2017.2 Out
of this, 62.8% were tourists (4.1 million), and 37.2% (2.4 million) were single day visits, with
the majority of tourists arriving in summer (Georgian National Tourism Administration 2018b,
p. 4; Georgian National Tourism Administration 2017, p. 2). The dynamic growth of the sector
is also reflected by the total output of the tourism industry, which from 2006 to 2015 increased

8 In line with the Georgian National Tourism Administration, the following definition of visitors is applied: “An
international visitor is a traveler taking a trip to a main destination outside his/her usual environment, for less than
a year, for any purpose (business, leisure or other personal purpose) other than to be employed by a resident entirely
in the country or place visited. The usual environment of an individual, a key concept in tourism, is defined as the
geographical area within which an individual conducts his/her regular life routines. For defining the usual
environment in Georgia, travelers conducting eight or more trips are excluded from the data. A visitor (domestic,
inbound or outbound) is classified as a tourist (or overnight visitor) if his/her trip includes an overnight stay, or as
a same-day visitor (or excursionist) otherwise” (Georgian National Tourism Administration 2018b, p. 4).
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2.5 times to an amount of 3507.1 million GEL, and contributed to 6.7% of GDP (Ministry of
Agriculture of Georgia 2017, p. 22).

Most of the international visitors are from Azerbaijan, Armenia, Russia and Turkey. Due to
new direct flights, the number of tourists from Iran has also increased. The number of visitors
from the EU increased considerably (around 23.5 %) from 2016 to 2017 to 283,312 trips
(Georgian National Tourism Administration 2018b, p. 4, p. 8).

The most visited destinations for international visitors who are on holiday were Batumi
(58.5%), Thilisi (57.7%), Mtskheta (14.1%) and Kazbegi (13.6%) (Georgian National Tourism
Administration 2018b, p. 14). Domestic visitors with the purpose of holidays, leisure or
recreation mostly travel to the Mtskheta-Mtianeti region (22%), where Kazbegi is also located,
followed by Ajara (18.9%) and Samtskhe-Javakheti (12.4%) (Georgian National Tourism
Administration 2018b, p. 19).

Spending of tourists

Although the number of international tourists has increased significantly, only barely 30% of
spending is by foreign visitors, while the spending of domestic travelers contributed more than
70% to the tourism GDP in Georgia in 2016 (Georgian National Tourism Administration 2018a,
p. 1). This is due to the fact that the number of 12.6 million domestic visits in 2017 is still
considerably higher than the number of visits by international travelers (Georgian National
Tourism Administration 2018a, p. 1). Nevertheless, the amount of foreign exchange income
from foreign tourism increased by 27% since 2016 to 2.75 billion USD in 2017 (Georgian
National Tourism Administration 2018b, p. 20).

A popular activity of most visitors is sampling Georgian cuisine and wine. While for domestic
visitors this was the third most popular activity in 2017, for international visitors who are on
holidays in Georgia this is the most popular activity (Georgian National Tourism
Administration 2018b, 17, 13). This is also reflected by a share of expenditure for served food
and drinks of approximately 25% for both domestic and international travelers (25.6% of total
expenses for international visitors, and 24.6% in the case of domestic visitors) (Georgian
National Tourism Administration 2018b, p. 11; Georgian National Tourism Administration
20184, p. 6).

Type of tourism

Georgia is a country with rich biodiversity and beautiful diversified landscapes, ranging from
wetlands, to forests, mountains and dry steppes (Khomeriki 2015, p. 180; Khardzeishvili 2009,
p. 513). In addition, it has unique cultural tourist attractions and natural monuments to offer
(Ministry of Agriculture of Georgia 2017, p. 23). Due to these features, Georgia might have a
high potential for ecotourism: “The country has all three components of the ecological tourism
potential: nature diversity, variety of historical and cultural heritage and ethnographical
diversity” (Khomeriki 2015, p. 183). Indeed, during recent years this type of tourism has been
growing in Georgia. For instance, the number of tourists who visited protected areas in Georgia
increased 34 times from approximately 12,000 in 2008 to 417,000 in 2014 (Khomeriki 2015,
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p. 180 f.). Visitors who are interested in this type of tourism are mostly people up to the age of
35 years (Khomeriki 2015, p. 182).

The attractive natural environment and dominance of agriculture in rural areas of Georgia
furthermore provides a basis for the development of agritourism, which is also supported by the
Georgian government, e.g. through trainings on agritourism (Ministry of Agriculture of Georgia
2017, p. 23). Besides this, for sustainable tourism development, raising of awareness on
ecological issues as well as improving service skills and infrastructure are also seen to be
necessary (Ministry of Agriculture of Georgia 2017, p. 23).

Along with agritourism, the demand for Georgian biological agri-food products might also
grow, which could further contribute to socio-economic development in Georgia’s rural
mountain regions by stimulating production (Erkomaishvili et al. 2014, p. 173). Nevertheless,
though the tourism sector is growing and there seem to be potentials to tap, one of the biggest
threats of the sector’s development is the political instability, in particular reflected by the
ongoing conflicts with Russia (Erkomaishvili et al. 2014, p. 171; Bertelsmann Stiftung 2018,
p. 28).

2.4 Geographical and Socio-Economic Situation of the Study Region Kazbegi

The study region Kazbegi has been selected within the framework of the AMIES 11 project. It
is located in the administrative region Mtskheta-Mtianeti in the Central Greater Caucasus and,
as shown by the map below, borders with Russia in the north.
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Figure 4: Map of Georgia and the study region
Source: Adjusted version of the map of Deutsche Forstservice GmbH and AGEG Consultants eG 2010b, p. 3.
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“Kazbegi region” is the expression used for this study and in the framework of the AMIES
project as well as in informal language. However, the official administrative area is the Kazbegi
Municipality, which consists of the communities Stepantsminda (including the settlement
Stepantsminda, which is also known as Kazbegi), Goristsikhe, Gudauri, Kobi, Sioni and Sno
and their respective villages. In this study, the area of interest includes all communities except
Gudauri,® and can be considered the “Kazbegi region” in the following.°
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Figure 5: Map of the study region
Source: Theissen et al. 2019, p. 312.

According to the General Population Census of 2014, the Kazbegi region (as defined above)
has 3,706 inhabitants (National Statistics Office of Georgia (Geostat) 2016, p. 5). Out of this,
approximately one third live in the main town of Stepantsminda, which is located at 1,700 m
a.s.l. (Heiny 2018, p. 16). From Stepantsminda it is approximately 12 km to the Larsi
checkpoint of the Russian border and 150 km to Thilisi. Kazbegi is a mountainous region
ranging from 1,200 to 5,033 m a.s.l. with a harsh climate and an average coverage of snow from
November to May (Magiera et al. 2016, p. 306; Akhalkatsi et al. 2006, p. 483). The Georgian

% A reason for excluding Gudauri is that no one from this area has been interviewed for this study. This is also due
to the fact that Gudauri is in another position to the rest of the Kazbegi Municipality, as winter tourism is popular
there.

10 In various cases only the expression “the region” is used, which also stands for the above-defined Kazbegi
region.

1 This is the number of inhabitants of the Kazbegi Municipality without the 89 inhabitants of the community of
Gudauri.
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Military Highway which connects Georgia and Russia was partly renewed in 2013 (Heiny 2018,
p. 18). However, the general situation of infrastructure in the Kazbegi region is not satisfactory,
in particular with regard to the small roads that lead to less populated villages. The landscape
is shaped by Mount Kazbek (5,047 m a.s.l.) in the west and the river Terek, which divides the
region into east and west. The valley close to the river is characterized by herb-rich hay
meadows, the slopes are stony pastures, and the higher areas are either characterized by
grasslands or rock vegetation (Magiera et al. 2016, p. 306).

In order to protect ecosystems, conserve biodiversity and contribute to the development of
ecotourism and the promotion of natural and cultural heritages, National Parks have been
established in Georgia since 1973 (Agency of Protected Areas 2014b). In 1976 the Kazbegi
National Park was founded, which mainly covers areas of pasture and rocks (Agency of
Protected Areas 2014a). It is fragmented, with a lower part located at 1,400 m a.s.l. and an
upper part going up to 4,100 m a.s.l. (Toloraia 2012b, p. 12).

In the course of the qualitative study, the author together with the Georgian project partner
visited the villages listed in the table, which have the following population numbers according
to the National Statistics Office of Georgia (Geostat) (2016)*?:

Table 1: Population of the research villages

Community Village Population
Stepantsminda Stepantsminda and 1,326
Gergeti
Tsdo 17
Goristsikhe Goristsikhe 187
Pkhelshe 167
Kanobi 86
Kobi Kobi Smaller than 10
Sioni Sioni 325
Arsha 440
Sno Sno 263
Achkhoti 167
Akhaltsikhe 35
Juta 26

Source: National Statistics Office of Georgia (Geostat), 2016.

2 The official data provided by the Census is disaggregated only to the level of municipalities. However, the
Georgian project partner could provide also data disaggregated to the village level which he requested from the
National Statistics Office of Georgia.
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Of the villages of the Kazbegi region, only approximately half are permanently populated
(GeoWel Research 2016, p. 2). This is a result of seasonal migration on the one hand, since a
lot of families from the region have additional apartments in Thilisi and live there during winter.
On the other hand, outmigration is caused by the lack of employment opportunities in the
region. The dominating sectors in the Kazbegi region are tourism and agriculture. According to
GeoWel Research (2015a, p. 7), agriculture is one of the sources of income for 92.8% of
households, welfare or pensions for 50.3%, while only 38.6% of households derive income
from wage employment and 13.7% from business. Many households rely only on one source
of income, which in more than 70% of the cases is agriculture (GeoWel Research 20153, p. 6).
Most of the people are self-employed in agriculture. This high share of self-employment also
contributes to the fact that around 57% of the population consider themselves to be unemployed
(GeoWel Research 2016, p. 4). Others work as border guards or teachers; the largest employers
in the region are schools, kindergartens and emergency services, the Rooms Hotel (see also
chapter 2.5), a hydro-electric power station as well as the border police (GeoWel Research
2016, p. 4). Contributing to migration, the situation of education and vocation institutions in
the regions is unsatisfactory, and distances to schools from some villages are quite long
(GeoWel Research 2016, p. 5). This also leads to families with children or younger people
leaving the region (GeoWel Research 2016, p. 3). The community of Kobi is most severely
affected by migration. However, in this case, the fact that a large proportion of the population
used to be ethnic Ossetians has also contributed to the migration (GeoWel Research 2016, p.
9).

The entire Kazbegi region is characterized by a core-periphery structure. Huge differences are
particularly visible with regard to income: While the average monthly household income in
Stepantsminda (together with Gergeti) was 436 GEL in 20113 according to a survey conducted
by Heiny (2018), the average household income in the surrounding villages was only 237 GEL
(Heiny 2018, p. 65).1* In addition, infrastructure and medical services are less developed in the
villages, and almost all economic or administrative activities or services can only be found in
Stepantsminda (GeoWel Research 2016, p. 8). Besides road infrastructure, which is more
outdated the farther away one travels from Stepantsminda, there are fewer shops in the villages
and telecommunication and internet access is also restricted (GeoWel Research 2016, p. 5). For
example in Juta, which is located at more than 2,000 m a.s.l. there is neither internet connection
nor a reliable mobile phone connection (GeoWel Research 2016, p. 18). Furthermore, there are
no grocery shops in Juta. Although the situation of communication providers and shops is better
in Stepantsminda, there is also no supermarket and food stuffs and other products are only
offered in small general stores; in addition, small fruit and vegetable shops and stands and a
butcher do exist. Most of the villages have also a places where bread is baked in a Georgian
oven (known as a tone) (GeoWel Research 2016, p. 14). The education level also reflects the

13 Unfortunately, no newer data on village level could be found.

14 In the year of the survey (2011), the average monthly cash income (including transfers) for rural households all
over Georgia was 408.6 Gel, in 2017: 677.3 GEL (1056 GEL in urban areas) (Source: National Statistics Office
of Georgia (Geostat) 2019).
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core-periphery structure: In Stepantsminda 50% of adults have a higher education, while this
figure is only 40% in the villages (GeoWel Research 2015a, p. 4).

The Law on the Development of Mountainous Regions, which was put into practice in 2015
(see above chapter 2.1), applies to all people who live in the Kazbegi region. It includes for
example tax reductions, partly free provision of water and electricity, and an increase in the
wages of doctors in the region (Local Action Group Kazbegi 2016, p. 14). In particular, the tax
reduction contributes to the support of individual entrepreneurial development in the Kazbegi
region (GeoWel Research 2016, p. 13).

Currently, several projects support the development of the Kazbegi region. One of these is the
European Neighbourhood Programme for Agriculture and Rural Development (ENPARD),
which is guided by the Strategy of Agricultural Development in Georgia 2015-2020 (Ministry
of Agriculture of Georgia 2015; see chapter 2.2). The main aims of ENPARD are to support
agriculture and rural development to improve livelihoods. This is achieved by strengthening
cooperation and access to resources, as well as the promotion of diversified and socio-economic
opportunities for rural inhabitants, including the support of non-agricultural activities such as
tourism (ENPARD Georgia 2018). In the Kazbegi region, ENPARD is implemented through
the Local Action Group (LAG) Kazbegi, which applies the LEADER approach to the Kazbegi
region (Local Action Group Kazbegi 2018; Local Action Group Kazbegi 2016). LEADER
stands for “Liaison Entre Actions de Développement de I'Economie Rurale”, and is an approach
of the European Union to support rural development (see also chapter 3.2.1). Based on several
studies, the LAG Kazbegi developed a strategy for the development of the Kazbegi region
which includes economic, social and environmental topics, as well as management, culture and
education related issues. On a regional level, branding of the Kazbegi region by using the Mount
Kazbek as a symbol for the region is one of the strategic aims (Local Action Group Kazbegi
2016, p. 11). On the individual level, a focus is on increasing the productivity and income of
farmers and on diversifying sources of income, including non-agricultural activities (Local
Action Group Kazbegi 2016, p. 23). Thus, ENPARD and LEADER in the Kazbegi region
provide socio-economic strategies that focus on the multi-sectoral development of the whole
region, as well as measures to support individual pluralistic economic activities to diversify
income.

In previous years, similar targets were pursued by the USAID New Economic Opportunities
Initiative (NEO) (New Economic Opportunities Initiative 2011), which was also implemented
in the Kazbegi region. For example studies conducted within the framework of this
development initiative shed light on the dairy value chain of the Kazbegi region as well as on
the tourism sector (Toloraia 2012a, 2012b).
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2.5 Agriculture and Tourism in the Kazbegi Region
Agriculture during the Soviet era and in transition

During Soviet times, animal husbandry was the most important economic activity in the region.
In particular, sheep keeping to produce milk, wool and meat was popular (Heiny 2018, p. 19).
Besides sheep, large numbers of cattle were also kept. During summer time pasture areas in the
Kazbegi region were used to feed the animals, while during winter time animals grazed on
pastures in the Kazlavi region, which today is located in Russia. The availability of these
pastures on current Russian territory led to an extreme number of 400,000 sheep, which were
also grazing in the Kazbegi region during summer time. These high numbers of animals
negatively affected the pastures and increased risks of erosion. However, in 1965 an extremely
harsh winter led to a decrease in sheep numbers to around 300,000, which continued to be the
approximate number of animals until 1991. (Deutsche Forstservice GmbH and AGEG
Consultants eG 2010b, p. 27 f.). Besides animal husbandry, in former times cereals like barley
and wheat were probably also cultivated in the region; an indicator for this are the ancient
lynchets, which facilitate cultivation at steep slopes, which have been found in Juta (Heiny
2018, p.19f.).

Furthermore, until approximately the year 2005, growing vegetables was an important
agricultural activity in the Kazbegi region. A reason for this was that until that time, the Kazbegi
region received free gas from Russia through the Transcaucasian gas pipelines. Vegetable
greenhouses could be warmed with this gas free of charge for the inhabitants of the region.
(GeoWel Research 2016, p. 18; Deutsche Forstservice GmbH and AGEG Consultants eG
20104, p. 49 1.). Most of the approximately 500 greenhouses in the region were located close to
the Military Highway. Various different vegetables were grown in the greenhouses, but the
major crop was cucumbers, which were not only sold in the Kazbegi region but also in North
Ossetia. (Deutsche Forstservice GmbH and AGEG Consultants eG 2010a, p. 50; Deutsche
Forstservice GmbH and AGEG Consultants eG 2010b, p. 24). The existence of a market in
Russia for vegetables thus also contributed to the income of the local population. In general,
the Military Highway had a positive impact on the economic situation in the Kazbegi region,
as it provided access to the Russian market and thus contributed to the income generation of
the inhabitants of the Kazbegi region (Deutsche Forstservice GmbH and AGEG Consultants
eG 20104, p. 50).

With the independence of Georgia from the Soviet Union, serious changes have also occurred
in the Kazbegi region. Firstly, the number of sheep in the region has decreased considerably to
around 19,000 in 2015 (see figure 6 below). A reason for this decrease was the economic crisis
following the independence of Georgia, as well as the loss of winter pastures on former Russian
territories due to the secessionist conflicts with Russia. These conflicts and the establishment
of boundaries in the following time led to the sale and slaughter of an enormous number of
animals (Deutsche Forstservice GmbH and AGEG Consultants eG 2010b, p. 22, p. 28).

Besides sheep numbers, the number of cattle has also decreased considerably during recent
years. While in 2004 more than 4,000 head of cattle were kept in the region (Gugushvili et al.
2017, p. 54, based on data requested by the authors from the National Statistics office of
Georgia), in 2015 only around 2,800 head of cattle still live in the region, out of which around
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80% are dairy cows (data from the Ministry of Agriculture District Information and
Consultancy Service, requested by the Georgian project partner; see also graph below). In
addition to sheep and cattle, a lower number of pigs and poultry are kept, mainly for own
consumption (GeoWel Research 2015a, p. 6). Furthermore, according to the Ministry of
Agriculture District Information and Consultancy Service, there are around 1,000 bee-families
in the region.
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Figure 6: Livestock in the Kazbegi region

Source: Own depiction, based on data of the year 2015 on the Kazbegi region from the Ministry of Agriculture
District Information and Consultancy Service, requested by the Georgian project partner. Note: Numbers do not
include livestock in Gudauri, only the communities Stepantsminda, Sno, Sioni, Goristsikhe and Kobi are
represented.

Despite the strong decrease in animal numbers, until today animal husbandry is one of the most
important agricultural activities in the region, with around 80% of the population being involved
in this activity. On average, one to five head of cattle are kept per household in order to produce
meat, milk, and dairy products (Heiny 2018, p. 137 f.). However, due to the loss of winter
pastures, animals are brought to lower Georgian regions during winter time (Heiny 2018, p.
19).

The end of the free provision of gas from Russia in 2005 also resulted in a decrease in the
number of greenhouses in the Kazbegi region (GeoWel Research 2016, p. 18; Heiny 2018, p.
19; Deutsche Forstservice GmbH and AGEG Consultants eG 2010b, p. 24). The destruction of
the greenhouse infrastructure was also supported by the provision of compensation to the
owners of the greenhouses by the Georgian government (Deutsche Forstservice GmbH and
AGEG Consultants eG 2010a, p. 49 f.). Besides the abandonment of the greenhouses and the
accompanying decrease in vegetable growing for commercial purposes, the market for
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vegetables in North Ossetia also disappeared with the closing of the border to Russia. Today,
some trading via dealers takes place (Deutsche Forstservice GmbH and AGEG Consultants eG
2010a, p. 50).

Land reforms which were carried out in Georgia after the declaration of independence also still
have an effect on agricultural production in the Kazbegi region today. As is the case all over
Georgia, the land reforms have led to small average plot sizes. According to Gugushvili et al.
(2017, p. 49, based on data of the Agricultural Census of Georgia 2014, requested from the
National Statistics office of Georgia by the authors), the average plot size of a household in the
Kazbegi region is 0.53 ha. Besides the fact that small land plots impede economies of scale and
commercialization of the agricultural sector, the land reforms also still lead to uncertainties with
regard to land use. Since the registration and issuance of land titles is not satisfactorily finalized
yet, in the Kazbegi region people also still do not know which plots of land they can use and
what belongs to whom; thus conflicts about land ownership are still prevalent and can lead to
considerable tensions (GeoWel Research 2016, p. 18).

On the small plots, often in the form of household gardens, mainly potatoes and vegetables for
own consumption are grown (GeoWel Research 2016, p. 14; Heiny 2018, p. 20, p. 137;
Gugushvili etal. 2017, p. 51). Only in rare cases is produce sold (Heiny 2018, p. 19). According
to a survey conducted by Heiny (2018), 80% produce for their own consumption, and only 8 to
9% sell part of their output (Heiny 2018, p. 137). Thus, agriculture in the Kazbegi region is
mainly characterized by low commercialization implemented through small-scale agri-food
producers.’®

In cases where agri-food products are sold, they are often sold directly at the houses of the
producers (70%) to their neighbors, followed by sales in Stepantsminda and a small share of
sales in Thilisi or other Georgian regions. The products are offered in the above-mentioned
general stores, or through fruit and vegetable shops and stands. Some of the agri-food products
are also imported and offered for sale by traders who drive around in the region and sell from
their cars (Gugushvili et al. 2017, p. 52). Some producers also sell part of their production to
local hotels or guesthouses (GeoWel Research 2015a, p. 10).

In addition to the small plots, agricultural production in the region is hampered by a lack of
access to finance and a lack of knowledge of production and marketing, as well as a lack of
processing facilities such as dairies or slaughterhouses (GeoWel Research 2015a, p. 11; Heiny
2018, p. 19). Furthermore, there is no provider for agricultural input in the region (GeoWel
Research 2016, p. 4). These factors not only impede the general development of the agricultural

15 Various terms exist, e.g. smallholder or subsistence farmer. However, as people not are necessarily owners of a
holding (or a farm), and do not necessarily produce only for their own consumption (pure subsistence farming),
the researcher considers the term small-scale agri-food producer to be adequate, as it reflects the small size of the
production but at the same time does not exclude that a certain share of the produce is sold. It is furthermore in
line with the definition of the term “small-scale producer” used by the OECD, though with a focus on agriculture:
“Small-scale producers are producers operating at a small scale, used to distinguish from industrialized producers.
The line separating small- and large- scale producers is arbitrary. What is considered small-scale in one country
or region may be considered large-scale in another” (OECD 2001b).
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sector in the Kazbegi region, but also hamper the marketing of regional agri-food products to
hotels and guesthouses in the region (GeoWel Research 2015a, p. 10).

Tourism development in the Kazbegi region

Already during Soviet times the Kazbegi region was characterized not only by agriculture but
also by tourism. Some big Soviet hotels were located there, and the Kazbegi region was already
a famous destination for mountain tourism and exploring nature (Heiny 2018, p. 20). Though
tourism has existed in the Kazbegi region for a long time, the sector has long been
underdeveloped due to poor conditions of roads leading to and within the region, among other
factors (GeoWel Research 2015b, p. 2). Nevertheless, since around 2010 tourism has been on
the rise (GeoWel Research 2016, p. 10).

While in 2007 approximately 20,000 visitors came to the Kazbegi region, this number increased
to 91,047 in 2014; of these, 54,036 visitors were international tourists (Gugushvili et al. 2017,
p. 51; based on data from Geostat that was requested by the authors and is not available online).
According to a report on tourism produced by the Local Action Group (LAG) of the Kazbegi
region, in 2015 there was one big hotel (the Rooms Hotel), three medium-sized hotels, and
around 60 guesthouses in Stepantsminda, Gergeti and Arsha, with most of them being located
in Stepantsminda. With 156 rooms, the Rooms Hotel in Stepantsminda is the largest hotel in
the region (GeoWel Research 2016, p. 13 f.). It targets mainly high-income earners and offers
various services and activities such as hiking tours, horseback riding, quad bike tours,
snowshoeing and even helicopter flights (MoreSleep 2018a, 2018b).1

Thielen (2018, p. 34) was able to gather more up to date data for Stepantsminda by summing
up the number of accommodations in the Kazbegi region based on a search on the website of
the travel e-commerce company Booking.com. This shows that between 2015 and 2018 alone
the number of accommodations has increased tremendously. Thielen (2018) found that in total
there are 173 accommodations, out of which 30 classify themselves as hotels, 120 as
guesthouses and 16 were other types of accommodation (e.g. apartments or a camp site). In
2018, the Kazbegi National Park attracted 174,520 visitors, which is an increase of around 13%
compared with the previous year (Agency of Protected Areas 2014c). As there is even a plan to
construct an airport in the Kazbegi region (Charkviani 2016; Thielen 2018, p. 44), these
numbers might even increase further.

Although a general diametric trend can be observed where inhabitants migrate from the region
while tourist numbers increase, some people who have left the region come back during summer
time to offer accommodations and services to tourists (GeoWel Research 2015b, p. 9 f.). Thus,
while agriculture has declined, tourism has experienced a strong growth during recent years.
However, not all villages profit from the developments in tourism yet. While in Stepantsminda
and Gergeti tourism is prevalent, most other villages of the region are still predominantly
shaped by agriculture in the form of small-scale production (GeoWel Research 2016, p. 8),
which contributes to the above-mentioned core-periphery structure. According to Heiny (2018,

16 For more detailed information on the Rooms Hotel see chapter 4.2.3.
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p. 152), when comparing Stepantsminda and the villages of the Kazbegi region, in
Stepantsminda the households have fewer animals and potatoes, but are stronger in tourism than
in agriculture and incomes are higher; in contrast to this, the villages are dominated by
agriculture, have more animals and potatoes, but also have lower incomes due to self-
employment in agriculture. While in the Kazbegi villages 73% of the households are not
involved in tourism at all, in Stepantsminda only 48% of the households are not active in the
tourism sector (Heiny 2018, p. 138).

Besides Stepantsminda and Gergeti, tourism also benefits the village Juta (GeoWel Research
2016, p. 14), which is located at more than 2,000 m a.s.l. and offers beautiful mountains and
untouched nature. Although road conditions are bad and it takes a drive of around 20 minutes
to drive there from the main road in the valley, during summer time it is one of the most visited
places in the Kazbegi region (GeoWel Research 2016, p. 9). In 2015 there were three family-
based hotels, and ten households where tourists could stay in Juta (GeoWel Research 2015b, p.
20 f.). In addition, the Zeta Camp is located in Juta, which is a camp site and guesthouse in the
mountains located a bit higher than the village.!” In general in the Kazbegi region, besides the
low number of expensive hotels, there is a large number of family-based accommodations
offered but a lack of mid-range hotels (Local Action Group Kazbegi 2016, p. 15).

Types of tourists and tourism in the Kazbegi region

Most of the tourists who visit the Kazbegi region are from Russia, Poland and Israel. In addition,
people from Czech Republic, Germany and France often visit the region. Many Georgians also
visit the region, though often only for one day without spending the night there (GeoWel
Research 2015b, p. 10). In general, many tourists go to the Kazbegi region only for a day trip,
since the region is only 2.5 hours by car from Thilisi (GeoWel Research 2015b, p. 2). The
majority of tourists are between 26 and 35 years old (41 %), followed by up to 25 years olds
(24%) and 36 to 50 years old people (22%). Only a negligibly low number of tourists are over
50 years old (GeoWel Research 2015b, p. 11).

Tourists visit the regi